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REPORT 


(To accompany 8S. Res. 285] 


The Committee on Government Operations, to wltornt was referred 
Senate Resolution 285, expressing disapproval of Reorganization 
Plan No. 1 of 1952, providing for reorganizations in the Bureau of 
Internal Revenue of the Department of the Treasury, having con- 
sidered the same, report favorably thereon and recommend that the 
resolution do pass. 

The effect of adoption of Senate Resolution 285 will be to prevent 
plan No. 1 of 1952 from becoming effective on March 14, 1952, as 
provided by the Reorganization Act of 1949. The House of Repre- 
sentatives rejected a resolution of disapproval (H. Res. 494) on 
January 30, 1952, by voice vote. The committee in executive session 
on March 5, 1952, took favorable action on Senate Resolution 285, 
by a vote of 7 to 5. This action followed public hearings on the plan 
beginning on January 30, and extending through March 4, 1952. 
Members of the Senate, Federal agencies concerned, and representa- 
tives of various organizations outside the Government having an inter- 
est in the proposal were given full opportunity to present their views. 


PURPOSE OF THE PLAN 


The plan would abolish the offices of Assistant Commissioner, 
Special Deputy Commissioner, Deputy Commissioner, Assistant Gen- 
eral Counsel of the Bureau of Internal Revenue, collector, and deputy 
collector, and establish new offices in the Bureau of Internal Revenue,’ 
as follows: (1) ) Three Assistant Commissioners of Internal Revenue; 
(2) not to exceed 25 district commissioners of internal revenue; (3) 
not to exceed 70 other offices at any one time, with such title or titles 
as the Secretary shall from time to time determine; and (4) an Assist- 
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ant General Counsel in the Department of the Treasury. It also 
provides that each of the new officers shall receive compensation 
which shall be fixed pursuant to the classification laws, except that 
the compensation may be fixed without regard to the numerical 
limitations on positions set forth in section 505 of the Classification 
Act of 1949. All functions which may have been vested by statute 
in officers, agencies, and employees of the Bureau of Internal Revenue 
since the approval of Reorganization Plan No. 26 of 1950 would be 
transferred to the Secretary of the Treasury. 


PLAN NO. 1 OF 1952 SHOULD BE DISAPPROVED 


The committee favors and supports a proper reorganization of the 
Bureau of Internal Revenue. The reorganizations proposed to be 
effectuated under the plan, as presented by Government witnesses, 
merit careful study, particularly as they affect the existing revenue 
policies of the Government. It is also necessary to consider the effect 
they would have on the taxpayers of the Nation. 

Reorganization of the Bureau is only one of the aspects of the plan, 
however, and the committee is of the opinion that other factors 
involved, and their serious import and possible adverse effect on the 
entire revenue policy and structure of the Government, are of such 
magnitude as to outweigh any advantages that might accrue from the 
adoption of the reorganizations proposed, without full appraisal of 
the potential effect they will have on the Federal tax program. 

In the opinion of the committee, Reorganization Plan No. 1 of 1952 
goes far beyond the intent of the Reorganization Act of 1949. That 
act, under which the Congress delegated authority to the President 
to initiate reorganization plans, was primarily designed to expedite 
transfers or reorganizations recommended by the Commission on 
Organization of the Executive Branch of the Government. It was 
clearly the intent of the Congress that reorganization proposals 
affecting internal functions and structures to the extent proposed in 
the plan under consideration should be accomplished by regular 
legislative procedures. 

It is obviously impossible for any committee, particularly one deal- 
ing primarily with reorganizations rather than policy determinations, 
to develop thoroughly, within the 60-day period provided by the 
Reorganization Act of 1949, all of the implic ations and potential 
effects of a plan covering the broad: areas included in Reorganization 
Plan No. 1 of 1952. It is, therefore, the opinion of this committee 
that the proper congressional approach to this far-reaching program 
is to reject the plan ‘and then initiate appropriate legislation through 
the jurisdictional committees. Under this proc edure, all of its re- 
organization aspects may be fully developed and adequate safeguards 
incorporated where needed, through legislative action designed to 
accomplish any desirable major objectives of the plan. This would 
permit the Congress to exercise its legislative functions in these 
important areas without doing violence to the intent of the Re- 
organization Act and would be in keeping with sounder legislative 
proce dure. 

The President, in transmitting Reorganization Plan No. 1 of 1952 
to the Congress, and Government witnesses appearing before the com- 
mittee in support of the plan, stated that it involves grants of con- 
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gressional sanction of only two aspects necessary toward effecting 
better administrative control over the operations of the Bureau of 
Internal Revenue. These were (1) abolition of the statutory offices 
of collector of internal revenue, and placing the new officials, who 
would be required to perform these functions, under the classified 
civil service, and (2) the upgrading of the top administrative positions. 

The committee is inclined to agree with the second part of this 
general proposition. The Congress has already established a policy 
of upgrading important Federal positions to conform more nearly to 
salaries paid for technical and specialized services in private enter- 

rise, in an effort to retain qualified officials in the Federal service. 
The activities of the Bureau of Internal Revenue are of such vital 
importance that highly qualified tax experts are desirable, and this 
section of the plan would further implement a program already en- 
dorsed by Congress through previous authorization of approximately 
700 such positions in the executive branch. 

Although recognizing the need for reorganization of the Bureau and 
a more efficient and competent staff, the committee, nevertheless, 
recommends that the plan be disapproved for the following compelling 
reasons: 

1. The adoption of the plan is not required to eliminate fraud. 
The Commissioner of Internal Revenue has made this clear by his 
statements at the hearings that adequate authority already exists to 
correct all irregularities of defaleations within the Bureau of Internal 
Revenue, including its field offices.'. The basic purpose of the plan 
has been acknowledged to be improvement in the general efficiency 
of the Bureau without particular relation to the current scandals. In 
the light of this objective and the drastic character of the reorganiza- 
tions proposed, hasty action is neither warranted nor desirable. 

2. Placing top-level officials under civil service and transferring 
appointive powers from the President to the Secretary of the Treasury 
would not eliminate the corruption and frauds recently exposed in 
the Bureau. 


— 


1The following are extracts from: hearings before the committee on March 4, in response to 
questions directed to the Commissioner by Senator Richard M. Nixon of California, on this subject (pp. 
288-289) : 

“Senator Nixon. Mr. Commissioner, I think the major interest of the committee, as you have probably 
gathered from the questions that have been asked, is to determine whether this plan will allow you to deal 
more effectively with the problem of corruption and dishonesty because that, of course, would be the pri- 
mary reason for speed in the enactment of the plan, rather than to send this plan to a legislative committee 
and allow them to consider it over a period of time? 

“Mr. DunLaP. That, of course, Senator, we have done. We have adopted measures which we think 
enable us to cope with that situation as best we can, under our present organization, but that is only one of 
the factors. 

“The other is the tremendous growth in the Bureau’s workload which is becoming more and more 
unmanageable, and we are becoming more and more unable to handle it as time goes along under our present 
set-up. 

“Senator Nixon. This is exactly my point, then: The primary purpose of this plan is not to deal with the 
so-called problem of corruption, but to make the Bureau operate more efficiently; is that right? 

“Mr. DuNLAP. That is the primary purpose. 

“Senator Nixon. And that is in line with the chairman’s remarks that it might well go to a legislative 
committee that deals with that problem. * * * 

“Mr. DuNLAP. I would say that it is one of the purposes of the plan—to establish and to maintain the 
machinery and the avenues for examination which would insure the proper conduct of the Government’s 
business and the proper conduct of its employees. * * * 

“Senator Nixon. As I understand it, then, this plan is not necessary for the purpose of dealing with the 
problem of corruption, because you say you are dealing with it effectively now; is that right? 

“Mr. Duntap. That is correct, sir, but the plan is necessary to give us a more efficient over-all organiza- 
tion with which to conduct the tax business of the Government. 

“Senator Nixon. Then the general public should not, under any circumstances, get the impression that 
this plan is directed primarily to the problem of dealing with corruption; isn’t that correct? 

“Mr. Dun ap. It is correct that the plan is not directed primarily to dealing with corruption. 

“Senator Nixon. Because you could handle it now and you are handling it now? 

“Mr. Dun Lap. That is right; we are handling it now. 

“Senator Nixon. In fact, do you know of any incident at any time, during any period at all, in which you 
were unable to deal with a problem of dishonesty when it arose in the Bureau, in the past, in which you could 
have dealt with it more effectively had this plan been in effect? 

“Mr. DuN.LaP. We have always dealt with such problems adequately as soon as they were discovered.” 
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The, plan vests in the Secretary of the Treasury, an appointive 
officer who is not directly responsible to the people, vast control over 
the assessment, collection, and adjudication of Federal taxes and 
revenue, including the power to select the officials who will administer 
mene services. 

There is grave danger that the plan in its present form would 
elimains ate existing rights of taxpayers to trial by jury in local courts, 
and substitute, for the personal right against the collecting officer, only 
a right against the United States; and would create other uncertainties 
and confusion in connection with the collection of taxes re sulting from 
the abolition of the statutory office of collector. 

Employees placed under civil service would be protected from 
summary removal by the President for misconduct, which is not true 
of Presidential appointees when charged with corruption, graft, or 
fraud. 

The plan is silent and supporting testimony vague in regard to its 
application and operations in connection with 336 separate sections 
of the Internal Revenue Code, affecting the collectors of internal 
revenue, and inspection, appellate, and other related services. 


PLAN MIGHT IMPAIR RIGHT OF TAXPAYER TO SUE LOCALLY FOR TAX 
REFUND 


Under existing judicial decisions, a taxpayer is entitled to bring suit 
against a collector of internal revenue in the district court of the dis- 
trict in which the collector resides to recover any internal revenue tax 
alleged to have been erroneously or illegally assessed or collected, any 
penalty alleged to have been collected without authority, or any sum 
alleged to have been excessive or in any manner wrongfully collected 
under the internal revenue laws. In such suits, taxpayers may 
demand trial by jury and there is no limitation upon the amount of 
the claim. 

Concern has been expressed particularly by Senator Walter F. 
George, chairman of the Senate Finance C ommitte e, and the American 
Bar Association, with respect to the effect of plan No. 1 of 1952 upon 
this valuable right of action. Since plan No. 1 would abolish the office 
of collector, serious doubt was expressed as to whether the right of 
action would continue against the officer succeeding to the functions 
of the collector. 

The General Counsel of the Treasury Department and the Attorney 
General of the United States have both advised that plan No. 1 would 
have no effect upon this right of the taxpayer, since the cause of action, 
being of common law rather than statutory origin, would accrue against 
the successor to the collector, whatever his official designation may be. 

The committee is unable to dispose of the matter in so simple a 
fashion. It is not clear whether the right may be said to rest on the 
common law or on statute. Since the basis of the right is uncertain 
and since its existence is considered somewhat anomalous, it is recog- 
nized by the bar generally that it is impossible to say that it would 
survive against another person, simply because, under entirely 
different authority, he exercises the function of collecting taxes 
formerly exercised by the collector of internal revenue under statutory 
authority. One thing, however, is clear, and that is that under the 
present collector system the right does exist to sue the collector. 
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And this right is extremely valuable to taxpayers for several reasons: 
(a) It permits a taxpayer to sue in his home State, regardless of the 
amount involved, and thus obviates the necessity of traveling to 
Washington to sue in the Court of Claims in the event the amount 
involved is more than $10,000; (6) being a right against the collector 
personally, it assures the taxpayer of a right to a jury trial which 
he would not have in a suit against the United States; and (c) the 
fact that it is a personal right against the collector makes it impossible 
for Congress, on the basis of sovereign immunity, to destroy the right 
without providing an adequate substitute.? 

The right of an aggrieved taxpayer to sue for a refund locally and 
with a jury trial is too valuable a right to be placed in jeopardy. The 
opinions of the General Counsel of the Treasury Department and the 
Attorney General of the United States are, of course, entitled to some 
weight. However, they are in no way binding upon the courts. If 
plan No. 1 goes into effect, thereby abolishing the office of collector, 
no one will be able to say authoritatively exactly what impact it has 
had on existing rights of taxpayers. Nor will anyone be able to say 
authoritatively whether this cause of action has survived, until the 
issue has been determined by the Supreme Court of the United States. 
Thus, it will be only after protracted and expensive litigation that a 
taxpayer will finally find out whether or not this cause of action 
has, in fact, survived. In the meantime, large numbers of taxpayers 
will be left in a position of uncertainty pending such final determina- 
tion. 

The committee believes that the Senate would be derelict in its re- 
sponsibilities if it permitted a valuable right of the taxpayers of this 
Nation to be so jeopardized. The right of a taxpayer to sue locally 
and with a jury trial is, in the opinion of the committee, just as im- 
portant to the taxpayers as is the streamlining of the Bureau of Internal 
Revenue. If the slightest doubt is raised by Reorganization Plan 
No. 1 of 1952, concerning the continued existence of this right of 
action, it must be resolved in favor of the taxpayers. 

In this view, the committee is amply substantiated by recent action 
of the American Bar Association which, on February 25, 1952, during 


its regular midyear meeting, adopted the following resolution: 


Be it resolved, That the American Bar Association recommends to the Congress 
that before approving any plan of reorganization of the Bureau of Internal 
Revenue, it make certain that prior to such plan becoming effective, it is clearly 
provided by appropriate statute that the present right of a taxpayer to a jury 
trial in a tax case against the Collector of Internal Revenue is continued in equal 
force and effect against any official who might succeed to the collection functions 
of the present Collector of Internal Revenue; * * * 


The remainder of the resolution sets forth the proposed amendments 
to the Judicial Code which would grant the additional right, regardless 
of the amount involved, to sue the United States in the taxpayer’s 


2 Graham & Foster v. Goodsell (282 U.S. 409, 430 (1931)); Anniston Mfq. Co. v. Davis (301 U. S. 337 (1987) 
(see same case below at 87 Fed. (2d) 773 (C. C. A. 5, 1937)). Cf. United States v. Nunnally Investment Co. 
(316 U, 8, 258 (1942)). 

In Graham & Foster v. Goodsell, supra, Chief Justice Hughes, speaking for the Court, said (p. 430): 

“The argument of the Government in this respect (that is the claim of sovereign immunity to suit) is not 
adequate to dispose of the controve-sy. Some of the present suits were brought against the collector indi- 
vidually and were based upon the right to recover as against him hy reason of his illegal acts. Such an action is 
personal, and not against the United States. Sage v. United States (250 U. 8. 33, 37); Smietanka v. Indiana 
Steel Co, (257 U.S. 1,4, 5). If the Congress did not have the authority to deal by a curative statute with 
the taxpayers’ asserted substantive right, in the circumstances described, it could not be concluded that 
the Congress could accomplish the same result by denying to the taxpayers a// remedy oth as against the 
United States and also as against the one who committed the wrong.’’ [Italics supplied.] 
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district with the right to a jury trial. (See hearings, p. 188.) Since 
the plan cannot be amended, under the provisions of the Reorganiza- 
tion Act of 1949, this would require action by the revenue committees. 


TRANSFER OF PRESIDENTIAL APPOINTEES TO CIVIL SERVICE WOULD NOT 
ELIMINATE PRESENT ABUSES 


Various arguments were made in favor of the provisions of the plan 
authorizing the Secretary of the Treasury to appoint the district 
commissioners and the deputy district commissioners. For the most 
part, they were to the effect that this would eliminate corruption, 
graft, and other abuses that have been recently exposed. Whether 
these officials are appointed by the President or by the Secretary of 
the Treasury will not, in the view of the committee, remove the 
defalcations and irregularities recently exposed in connection with the 
operations of the Bureau of Internal Revenue. Civil-service employees 
appointed by the Secretary will be no less subject to political influence, 
since they would be responsible to a political appointee who is not 
elected by, or directly responsible to, the people. These civil-service 
or career employees would be vested with quasi-judicial functions 
which could conceivably be exercised for political motivations by a 
Secretary who might be inclined, as their superior officer, to exert 
influence on them. Furthermore, the committee believes it to be 
essential that the elected representatives of the people should have 
some opportunity of expressing the views of the taxpayers in relation 
to a public policy so close to them. 

The placing of these tax-collecting officials under civil service—in 
many instances perhaps the same person who now performs the duties 
of collector of internal revenue—will not per se free them from temp- 
tation to betray the public trust vested in them, eliminate fraud, or 
make them immune from misconduct. The primary factor to be 
kept in mind is that the opportunity to exert influence in favor of 
certain taxpayers, as charged against these officials, was available only 
to a comparatively few of the 55,000 civil-service employees in the 
Bureau of Internal Revenue. The vast majority of them are engaged 
in duties which would not permit them to exert the type of influence 
which might be available to the collectors of internal revenue, and 
only a small percentage are in a position to exert influence to an 
extent which would alter tax liabilities. 

In the opinion of the committee, there has been no conclusive evi- 
dence to support the claim that only by substitution of civil-service 
status for the small group of supervisory personnel now under Presi- 
dential supervision can a recurrence of recent improper acts be averted. 
Nor has any compelling evidence been presented to show that cor- 
ruption and dishonesty would not occur under either system, were 
these employees vested with the same responsibilities and the same 
latitude of action. 

No consideration appears to have been given to the advantages to 
the public of having in the office of collector of internal revenue a 
person who has had fairly recent contact with the business community 
which his office serves. As to routine collections this is not important, 
but it may be very important as to taxpayers in financial straits 
when sound business judgment alone can determine whether summary 
action on delays is in the public interest. 
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It is strange that the proponents of the plan now recognize no 
advantages in the present system of collectors, since as rec cently as 
May 14, 1951, the Secretary ‘of the Treasury apparently held a differ- 
ent view. Ina letter to the chairman of this committee, relative to 
a similar provision in the bill S. 1150 on the reorganization of the 
Department of the Treasury, incorporating the Hoover Commission 
recommendations, the Secretary wrote: 

Also of concern to the Department in this connection is the proposal that the 
Secretary shall appoint all officers and employees of the Bureau of Internal 
Revenue and the Bureau of Customs. As you know, various officers of these 
bureaus, including the collectors of internal revenue and of customs, are appointed 
by the President by and with the advice and consent of the Senate. It has been 
the Treasury Department’s experience that Presidential appointees located in 
strategic poistions in these bureaus can do and have done effective, efficient work. 

The committee cannot fail to be impressed by the fact that spokes- 
men for the administration were so recently favorably disposed toward 
the retention of the present system, which Reorganization Plan No. 1 
would abolish. 


REMOVAL OF CIVIL-SERVICE EMPLOYEES MORE DIFFICULT 


It was established, during the progress of the hearings on this plan, 
that it would be far easier for the President to remove Presidential 
appointees who were guilty of improper acts than it would be to 
remove district commissioners or deputy district commissioners if 
they were protected by the cloak of civil service. Particularly would 
this be true in regard to veterans appointed to these positions under 
veterans’ preference, since a ¢omplicated dismissal procedure is 
required to remove a veteran from office, regardless of the nature of 
the charge made against him. 

This point was clearly illustrated in two recent cases, involving 
somewhat similar circumstances, which were brought to the attention 
of the committee, wherein two veterans in the Customs Bureau, who, 
having been found guilty by officials of the Treasury Department of 
accepting bribes, were, nevertheless, restored to their jobs with back 
pay when their appeal to the Civil Service Commission was upheld. 

It is the view of the committee that there is no justification for 
retaining in the Federa) Government employees who are incompetent 
or inefficient or who are guilty of misconduct, regardless of any statute 
which is designed primarily to protect Federal employees from dis- 
missa] for political or other reasons unrelated to their qualifications. 
The committee takes the view, which has been fully substantiated 
by the courts, that no citizen has a vested right to a Government job. 

Experience has shown that the removal of civil-service employees 
on charges may well involve a long and tedious process, and often 
results in considerable costs to the Government. For -this reason, 
there can be little doubt ‘that some officials are reluctant to bring 
charges against certain civil-service employees who may be guilty of 
improprieties in order to avoid such long drawn-out and complicated 
procedures. This condition may well be aggravated should the highly 
important positions proposed to be created in this plan be. placed 
under the civil service. 

The President can remove Presidential appointees forthwith; the 
removal of civil-service officials involves long delays and considerable 
costs to the taxpayers, regardless of the nature of the charges which 
may be involved. 
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POLITICAL INFLUENCE WOULD NOT BE ELIMINATED IN APPOINTMENTS 


Politics being an unavoidable ingredient of the democratic process, 
a civil-service approach, in and of itself, will never guarantee that the 
governmental service involved has been isolated from political influ- 
ence. Officials who are under a civil-service system are not directly 
responsive to the constituency of the Nation. They are responsible 
only to the administrative officials appointed by the President. In 
view of the tremendous importance of taxation as an institution of 
government, the committee believes that the new supervisory officials 
created under the plan, as well as those comparable to the present tax 
collectors, should be appointed by the President by and with the advice 
and consent of the Senate. Only in this way can Government officials, 
who are charged with such high responsibility as the collection of 
taxes, be made 1 responsive to the will of the people. 

It is the view of the committee that a highly efficient service can be 
developed under the present system of appointment if the President 
would establish proper standards of qualification and performance 
which such employees should be required to meet before their appoint- 
ment. If they do not continue to perform their duties satisfactorily, 
the President has the power to remove them summarily and to replace 
them with officials who will live up to the prescribed standards. 


APPOINTMENT OF POLICY OFFICIALS BY AREAS 


The committee is concerned over the possible effect which appoint- 
ments of district commissioners and deputy district commissioners, 
without regard to the geographical areas, might have on the operations 
of the Bureau of Internal Revenue. 

The Chairman of the Civil Service Commission and the Secretary 
of the Treasury, taking note of this defect in the plan which was 
developed at the hearings, testified that action had been initiated 
and approved as official polie: v, for the appointment of these officials 
from eligible lists established for each of the geographical areas 
involved, in the event the plan becomes effective. Lt is the judgment 
of the committee that it would be sounder procedure to write this 
policy into law, and not leave it to discretion or conjecture. Such a 
policy is not embraced in the plan itself. It is a promise of a policy 
which could well be changed or disregarded by the successor to those 
officials who have given the promise. 

As indicated by the Secretary of the Treasury and the Commis- 
sioner of Internal Revenue before the committee, there is to be 
established under the authority of the plan a definite program for 
rotation through transfers or promotions of officials from one area to 
another. Under such a policy, area eligible lists could be ignored 
and vacancies in one district filled by transfers from other areas. 
Furthermore, the Civil Service Commission, composed of members 
other than those who have agreed to establish this policy, could very 
well reverse itself and permit appointments to be made from eligible 
lists established on a national scale, without regard to geographical 
areas. 

The committee is of the opinion that the assignment of Federal 
tax officials to areas with which they are unfamiliar as regards the 
inhabitants, customs, habits, business interests, and other problems, 
would not be conducive to the promotion of the best Federal relations 
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with the taxpayers. It is not difficult to visualize that there would 
be some resentment by taxpayers in one area when compelled to 
consult Federal officials transferred from another area who were 
totally unfamiliar with local problems and customs. These officials 
of the Bureau of Internal Revenue will have, in certain cases, power 
of economic life or death over a small-business man, and it is essential 
that a friendly relationship be maintained between the Bureau of 
Internal Revenue and the taxpayer. The importance of the policy 
was emphasized by the Commissioner of Internal Revenue in his 
statement before the committee to the effect that an educational 
program, designed to extend every possible courtesy to taxpayers 
with a view to building up friendly public relations, is presently 
being implemented. 

The committee, is, therefore, inclined to the view that this rotation 
authority should not be vested in the Secretary, as would be the case 
if the plan is approved, and that proper safeguards should be provided 
by law to insure that area and district officials are appointed from the 
districts or States which they are to serve. 


PLAN MAKES COMMISSIONER OF INTERNAL REVENUE SUBORDINATE 
OFFICIAL 


The Hoover Commission recommended (Recommendation No. 4) 
in its report on the Treasury Department, that the Department should 
be divided “into major purpose or functional groups.’’ Under the 
Saennen indicating the organizational structure of consolidations, 
the Commission recommended that there should be established a 
Consolidated Revenue Service composed of the Bureau of Internal 
Revenue and the Bureau of Customs, ‘‘to integrate the overhead man- 
agement, the administrative services, and the field offices of these 
agencies.” The Hoover Commission held that this would greatly 
improve and expedite the administration of the revenue service. The 
Commission also recommended (Recommendation No. 5) that the rip 
staff of the Department should consist, among other officials, of 
Commissioner of Internal Revenue, with the rank of Taadaws 
Secretary. 

Similar recommendations were inc orporated in the report of Cresap, 
McCormick & Paget, management engineers employed by the 
Treasury Department to improve its structure and operations. 
(See hearings, p. 295.) 

The plan would further decentralize the control of the Commissioner 
of Internal Revenue over revenue matters by abolishing the Assistant 
General Counsel for the Bureau of Internal Revenue and establishing 
instead “in the Department of the Treasury, a new and additional 
office which shall have the title ‘Assistant General Counsel’.”” The 
effect of this provision in the proposed reorganization of the Bureau of 
Internal Revenue is to have a special legal counsel, supposedly serving 
the Bureau of Internal Revenue in its day-to-day operations, subject 
to the control of the General Counsel to the Department of the 
Treasury on all policy matters. This is a fl: agrant departure from the 
purpose and intent of the Hoover Commission’s recommendations. 

In this connection, it should be pointed out that in actual operation 
the Commissioner of Internal Revenue would be subject to the ruling 
of the General Counsel and the line of command from top to bottom 
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that he now holds will be eliminated. It is clear that any policy of the 
Commissioner at variance with those of the General Counsel of the 
Treasury, who is subject to the direct supervision of the Secretary, 
could be immediately overruled. The over-all effect would mean that 
the Treasury Department and not the Commissioner of Internal 
Revenue would control basic revenue policies. 


ABOLITION OF STATUTORY OFFICES OF COLLECTOR WOULD CREATE 
CONFUSION AND UNCERTAINTY 


Senator Walter F. George, chairman of the Senate Finance Com- 
mittee, and of the Joint Committee on Internal Revenue Taxation 
in testifying before the committee at the hearings on Reorganization 
Plan No. 1, stated that the abolition of the statutory office of collector 
will inevitably result in confusion and uncertainty with respect to a 
number of the provisions of the Internal Revenue Code, in addition 
to those which have already been outlined above. Among the provi- 
sions of the code which he cited specifically as being affected by the 
plan, were those which would— 

1. Require that the taxpayer file his return and pay his tax to the 
collector for the district of his legal residence or principal place of 
business, as well as making a declaration and payment of estimated 
tax, and to file amended returns; 

2. Impose a duty on the executor of an estate to file an estate tax 
return with the collector of the district in which the decedent was 
domiciled at the time of his death; 

3. Impose criminal penalties upon any person who forcibly obstructs 
or hinders any collector, deputy collector, internal-revenue agent, or 
inspector in the execution of any power and authority vested in him 
by law; 

4. Require that collectors may not approve a bond for a distiller 
until such time as all requirements of the law and regulations in rela- 
tion to distilleries have been complied with. For violation of this 
limitation upon his authority, a collector “shall forfeit and pay $2,000, 
and be dismissed from office’; 

5. Require every distiller to file detailed plans of his distillery with 
the collector; 

6. Establish an additional office of Assistant General Counsel and 
abolish the statutory office of Assistant General Counsel for the 
Bureau of Internal Revenue. 

Senator George raised a number of questions as to how the pro- 
posed transfer of the functions of the present officers would affect 
the operation of these laws and the application of the prescribed 
penalties at the local level. His concern was as to whether or not 
the abolition of the office of collector would have the effect of repealing 
or completely eliminating the application of these vital laws. He 
pointed out that it would be inevitable that numerous lawsuits would 
follow on the part of taxpayers in order to determine definitely 
whether or not these functions and penalties remained applicable to 
whatever office to which the Secretary would transfer the functions 
of collecting the taxes. 

Another possible problem that may arise, unless adequate safe- 
guards are included in any legislative authority approved by Con- 
gress, is the maintenance of the independence of the Intelligence 
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Division (formerly the Intelligence Unit), particularly as its present 
functions relate to the activities of the offices of collectors of internal 
revenue. It is essential that this agency continue to make investi- 
gations into reports of improper activities on the part of any tax 
official, and that its functions be independent of the control of the 
district commissioners or deputy district commissioners. 


SUMMARY AND CONCLUSIONS 


The recommendation of the committee that Senate Resolution 285, 
disapproving Reorganization Plan No. 1 of 1952 be adopted is based 
on = following conclusions: 

No evidence was submitted indicating that there is any urgency 
e the approval of the reorganizations set forth in the plan. The 
Commissioner of Internal Revenue specifically stated that sufficient 
authority already exists to remove any officials within the Bureau who 
are guilty of misconduct or other irregularities, and that the plan is 
not necessary to eliminate corruption and abuses exposed by recent 
mavestigations of the Bureau; 

The plan would effect changes in and necessitate amendments to 
336 sections of the Internal Revenue Code applying to functions of 
collectors and deputy collectors of internal revenue. While some of 
these functions have been delegated to other officials, many of those 
vested in the collectors involve questions of high policy which should 
not be acted upon within the 60-day period provided for consideration 
of a reorganization plan. Their implication should be studied care- 
fully by the appropriate committees of the Congress, and covered by 
general legislation in which would be incorporated adequate safe- 
guards for the performance of functions as prescribed by the Congress; 

Evidence submitted at the hearings de »veloped the fact that 
peti of the report of the management engineering firm, upon which 
reorganizations in the plan were based, although completed in August 
19: 51. were not furnished to the Senate Committee on Finance or to 
the Joint Committee on Internal Revenue Taxation for study until 
after Reorganization Plan No. 1 of 1952 was submitted to the Con- 
gress. These committees, under whose jurisdiction substantive poli- 
cies relating to revenue operations are determined, have not, therefore, 
had adequate time or opportunity to study the recommendations 
contained in that report; nor were these committees, according to 
information furnished to this committee, consulted relative to the 
provisions or extent of the plan prior to its submission to the Congress; 

The plan deviates from the Hoover Commission report which, 
recognizing the importance of the revenue operations of the Govern- 
ment, recommended the creation of a Consolidated Revenue Service 
under the direct supervision of an Assistant Secretary. -This official 
would have direct responsibility for management, administrative 
services, and field offices of these agencies, without being subjected 
to revenue policy determinations and control by other Treasury 
officials. The plan goes in the opposite direction. It would make 
the Commissioner a more subordinate officer than he is at the present 
time. Both the Hoover report and the Paget engineering report 
recommended that the Commissioner be given more authority, not 
less authority, than he has at present. 
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Finally, the Senate and the public should know that not even 
any outline of the proposed plan, in its formative stages, was ever 
resented to the House Ways and Means Committee or the Senate 
em Committee or the Joint Committee on Internal Revenue 
Taxation at any time prior to the submission of the completed plan 
which must be accepted or rejected within 60 days. Nor was there any 
discussion of its proposals with the chairman of any of those com- 
mittees or with any of the staff of the Joint Committee on Internal 
Revenue. Nor is there any explanation furnished as to why the 
proposals were not discussed with the revenue committees of Con- 
gress or with organizations such as the American Institute of Certified 
Public Accountants, Comptrollers Institute, or the American Bar 
Association or any of the other groups interested in the improvement 
of tax administration. No reason for such secrecy has been suggested 
by the Treasury. 

Under the procedures established by the Reorganization Act of 1949 
governing the consideration of reorganization sean; this plan cannot 
be amended to eliminate the defects in it or to provide proper safe- 
guards in the public interest. It can only be approved or rejected in 
its present form. Therefore, for the reasons set forth in this report, 
it is the judgment of the committee that Senate Resolution 285 should 
be adopted and the plan rejected. If it is permitted to become effec- 
tive, uncertainties and confusion will inevitably result. 

The committee believes that the needed reorganization of the Bureau 
of Internal Revenue is a project of such magnitude that it should be 
accomplished by legislation that has had adequate consideration by 
the appropriate revenue committees of the Congress, 


O 





